








Each chart shows the baseline rates under the three scenarios. Separate tables at the end of
the document provide the underlying claim trend assumptions based on the IBNP valuation

completed mid-September and Aon’s current outlook for future trends.

Projected Cost per Contract Unit is synonymous with actuarial rate or per contract unit
per month (PCUPM.) (For these projections, it represents a per-employee equivalent
unit cost and serves as the actuarial baseline for cost projections in the requested three
FY iterations). The assumptions inherent in the contract unit measure take into account
the relative cost of each dependent class (spouse or child) relative to an employee. The
per-employee or contract unit equivalent is the “base” level of exposure for rating
purposes.

The COVA Care Basic plan is shown because it is the basis for employer contributions.
This chart shows rate projections and percentage increases or decreases from each
fiscal year’s premium rates per contract unit.

Claim trend analysis inherent in Aon’s future trend outlook includes detailed claim
patterns to forecast future inflationary impact. The latter includes: price inflation;
utilization rates of health care providers; government (Medicare/Affordable Care Act)
cost shifting; plan changes; and, other current factors influencing health provider cost.
Historical claim experience for the Commonwealth is also considered when establishing
the estimated trends.

o The updated trend analysis is based on review of March 2017 — February 2020
claims and Aon forward looking trends. Due to the deferral of medical services
experienced from March 2020 — June 2020, these months were not considered
when determining trend assumptions.

o The trend tables for Fiscal Years 2021-2022 and 2022-2023 are shown in the
“Trend Tables” section of this document. Overall Scenario B health plan trend is
+5.95% and +6.02% respectively for these years.



Recast FY 2021 Projection

The recast is the first step in the fiscal three-year projection process required by the
Commonwealth. It provides an early estimate of how actual current FY costs compare to
previously projected costs/rates. The recast is based on claim data through February 2020,
consistent with the IBNP valuation completed in mid-September. March 2020 —June 2020
claims data was not used, as the unusually low utilization in these months is not expected to
continue. This analysis also provides an updated important baseline for projecting rates for FY
2022.

e The chart compares the recast actuarial rate projection for FY 2021 with the previous
year’s FY 2021 rate projection and the claim data used to establish the FY 2021 rates.

o This recast projection utilized an additional eight months of claim experience and
the updated trend outlook.

o The chart shows the recast comparison for each plan component and rolls it up
to the total. For Scenario B, Medical is +3.8%, Dental +2.5%, Rx -8.5%,
MISA/Behavioral Health -1.5%. The overall total, based on the weighted value of
each component’s relativity to premium is +0.6%. Aon had estimated a rate
increase for FY 2021 of +2.4% when rates were established last year. Rates were
ultimately held flat. This overall increase in rates is due to the subsidy inherent
in the final FY 2021 rates selected offset by more favorable pharmacy costs.

e The recast vs. FY 2021 rate comparison is shown for each component of the COVA Care
Basic rate. However, the Total percentage increase is the critical cost impact factor in

the table.
Commonwealth of VA
Summary of FY2021 Rating Projections
Actives, COBRAs, and Retirees without Medicare
Enrollees(@July20) ~ Medical Dental Rx Drugs Subtotal MISA Total
FY2021 COVA Rates 75,037 $535.64 $18.19 $186.28 $740.10 $21.90 $762.00
FY2021 Projected Cost per Contract Unit

Scenario A

COVA Care 75,037 $550.79 $18.47 $166.73 $735.99 $21.38 $757.37

% Increase 2.8% 1.6% -10.5% -0.6% -2.4% -0.6%
Scenario B

COVA Care 75,037 $555.89 $18.64 $170.52 $745.05 $2157 $766.62

% Increase 3.8% 2.5% -8.5% 0.7% -1.5% 0.6%
Scenario C

COVA Care 75,037 $560.99 $18.81 $174.31 $754.11 $21.76 $775.87

% Increase 4.7% 3.4% -6.4% 1.9% -0.6% 1.8Y







FY 2023 Projection

Development of the FY 2023 rate increase is the third and final step in the Commonwealth’s

requested three-year projection cycle. Similar to the FY 2022 projection, the increase is shown

for each component of the COVA Care Basic rate. The total percentage increase is the critical

cost impact factor in the table.

The chart shows the rate change comparison for each plan component and rolls it up to the
total. For Scenario B, Medical is +4.9%, Dental +3.0%, Rx +8.7%, MISA/Behavioral Health +6.7%.

The overall projected total increase, based on the weighted value of each component’s
relativity to premium, is +5.8%. If rates are held flat for FY 2022 and claims experience
continues as expected, the FY 2023 increase may be +12.5% absent any HIF subsidy.

Commonwealth of VA
Summary of FY2023 Rating Projections
Actives, COBRAs, and Retirees without Medicare

Enrollees(@July20) ~ Medical Dental Rx Drugs Subtotal MISA Total
Estmated FY2022 COVA Rates (A Scenario) 75,037 $572.77 $18.82 $178.95 $770.54 $22.62 $793.16
Estimated FY2022 COVA Rates (B Scenario) 75,037 $583.47 $19.18 $185.01 $787.66 $23.02 $810.68
Estimated FY2022 COVA Rates (C Scenario) 75,037 $594.18 $19.54 $191.27 $804.99 $23.42 $828.41
FY2023 Projected Cost per Contract Unit

Scenario A

COVA Care 75,037 $595.34 $19.20 $192.34 $806.88 $23.92 $830.80

[% Increase from Scenario A - FY22 3.9% 2.0% 7.5% 4.7% 5.8% 4.7%
Scenario B

COVA Care 75,037 $612.17 $19.75 $201.08 $832.99 $2457 $857.57

|% Increase from Scenario B - FY22 4.9% 3.0% 8.7% 5.8% 6.7% 5.8%
Scenario C

COVA Care 75,037 $628.99 $20.31 $210.19 $859.49 $25.24 $884.74

|% Increase from Scenario C - FY22 5.9% 3.9% 9.9% 6.8% 7.8% 6.8%




Trend Tables

These tables show the trend for each plan component and roll it up to the total. For Scenario B,
FY 2021-FY 2022 Medical is +5.0%, Dental +3.0%, Rx +8.5%, and MISA/Behavioral Health +7.0%.
The overall projected total trend (Scenario B), based on the weighted value of each

component’s relativity to premium is +5.95%.

Scenario A

COVA Care
Scenario B

COVA Care
Scenario C

COVA Care

FY2021 - FY2022 Trend Assumptions

Medical Dental Rx Drugs Subtotal MISA Total
4.00% 2.00% 7.50% 4.93% 6.00% 4.96%
5.00% 3.00% 8.50% 5.93% 7.00% 5.95%
6.00% 4.00% 9.50% 6.93% 8.00% 6.96%

For Scenario B, FY 2022-FY 2023 Medical is +5.0%, Dental +3.0%, Rx +8.75%, and
MISA/Behavioral Health +7.0 %. The overall projected total trend (Scenario B), based on the
weighted value of each component’s relativity to premium is +6.02%.

Scenario A

COVA Care
Scenario B

COVA Care
Scenario C

COVA Care

FY2022 - FY2023 Trend Assumptions

Medical Dental Rx Drugs Subtotal MISA Total
4.00% 2.00% 7.75% 4.99% 6.00% 5.01%
5.00% 3.00% 8.75% 5.99% 7.00% 6.02%
6.00% 4.00% 9.75% 6.97% 8.00% 7.00%

*The FY 2022-FY 2023 trend assumptions reflect the raw claim trend used for the FY 2022 projection, excluding any
changes from the new contracts. After incorporating the Rx rebate savings and administrative fees, the composite
trend drops down to 5.7%, before accounting for the premium reward impact.



Other Post-Employment Benefits

The following actuarial report provides a valuation of liabilities in accordance with GASB Statement

No. 75, Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions (GASB 75). The Actuarial Valuation Report that provided base information for this report
may be found at https://www.dhrm.virginia.gov/docs/default-source/gasb-
75/fy2020/actuarialvaluetionreportfy20.pdf



https://www.dhrm.virginia.gov/docs/default-source/gasb-75/fy2020/actuarialvaluetionreportfy20.pdf
https://www.dhrm.virginia.gov/docs/default-source/gasb-75/fy2020/actuarialvaluetionreportfy20.pdf

